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MOUNT ROYAL RICE MILLS LIMITED 


ANNUAL REPORT OF THE BOARD OF DIRECTORS 


The Consolidated Balance Sheet and Consolidated Statements of Earnings 
and Retained Earnings and Changes in Financial Position for the financial year ended 
February 29, 1976 are herewith submitted, being the 94th Annual Statement of the 
affairs of the Company. 

Net profit for the year after all charges and after payment of Preferred 
Dividends of $29,747 was $872,627, or $3.64 per common share. 

The decline in earnings per common share of $1.91 was due to increased 
competition from imported milled rice. The loss of important foreign outlets for U.S. 
exports intensified attention to the Canadian market. 

During the year capital expenditures in the amount of $343,000 were made, 
these were principally for the purpose of completing the extension of a warehouse 
and the introduction of new packaging machinery. In addition, the seven percent 
(7%) sinking fund bonds were reduced by an amount of $280,000, $460,000 remain 
outstanding. These expenditures, together with total dividend payments of $401,476, 
,and other lesser items, resulted in a decrease of the Company’s working capital by 
$14,248. to $4,504,377. 

During the year the Company acquired a brokerage firm in Quebec City 
which, together with our fully owned subsidiary R. De Vaudreuil Cie Ltée located in 
Montreal, and a representative in the Hull/Ottawa area, will give us Province-wide 
coverage for the distribution of the products of the principals represented. It is felt 
that this area of the business offers a significant opportunity for expansion which will 
contribute to the Company’s earnings in future years. In Ontario, while maintaining 
our own office, a brokerage firm has been appointed to cover the retail market which 
will provide more effective distribution of our products. 

Two new flavours, Spanish and Curry, are being introduced in our Instant 
Canned Rice line. These new flavours are in addition to our present range of Chinese, 
Beef, Chicken and Pilaf Fried Rice. 

As previously indicated our patented Fried Rice is being produced and 
marketed abroad under license. The progress, for technical reasons, has not been as 
rapid as we would have wished, but the reports concerning consumer acceptance in 
Western Germany and England are favourable and we look forward to further 
developments. 

It is not possible to forecast the results of the current year but we believe 
that we are in a strong position to maintain our operations at a profitable level. 

The Directors wish to express their very sincere appreciation of the work 
and loyalty of the Company’s staff and employees. We should also like to express our 
appreciation to our friends and customers who by their loyalty and support have 
contributed to the maintenance and growth of this Company, and to assure them that 
we shall at all times endeavour to provide them with the highest quality products 
and the best level of service. Equally, we would like to record our appreciation to 
those who are associated with the Company in the provision of supplies and services, 
and in particular Mr. Jack Welisch, whose counsel over the years has been invaluable. 


On behalf of the Board, 
ALEXIS REFORD 
President 
May 1976 


MOUNT ROYAL RI 
CONSOLIDATED BALANCE SHEET 


ASSETS 


1976 1975 
CURRENT 
@ashrand short term) depositSieac ee ee ee — 1,689,785 
Certificate of deposits tie na ee ne ere ee 2,000,000 — 
Accounts receivables sa see eee nee 27273 247-207 
Income taxes recovetrablee 5.0. ee ee eee — 45,932 
Current instalments on mortgage 
loan’ réceivable 22%, he A a Re re ee 27,000 27,000 
INVENtOLIES: 5 ccd hdac ere Ree ty Te Oe ee ee ee 2,247,060 1,823,019 
Prepaidiexpenses east PERS eto une Mega aie Mere erat 16,042 - WEN SiT/ 
5,567,375 4,840,080 
MORTGAGE LOAN RECEIVABLE, due in semi-annual 
instalments of $13,500 to 1983 (excluding 
current portion.) ssi cake ok ee 189,000 216,000 
FIXED 
Land, buildings and machinery, at cost .... 4,062,171 3,708,703 
Less: Accumulated depreciation ......................:.:: 1,441,923 1,239,267 
2,620,248 2,469,436 
INTANGIBLES 
Patents oc ssccccicnoid conte hecuaslee coon eae een eC a eee — 4,212 
Excess of cost of subsidiary over the values 
assigned to the net assets, less amortization .................. 56,346 — 
GOO WAR ous ee Peer aE eR ee 120,500 = 
176,846 4,212 
$8,553,469 $7,529,728 


On behalf of the Board: 
ALEXIS REFORD, Director 
W. J. CROSS, Director 


AUDITORS’ REPORT 


To the Shareholders of 
Mount Royal Rice Mills Limited 


We have examined the consolidated balance sheet of Mount Royal Rice Mills Limited and its 


subsidiary companies as at February 29, 1976 and the consolidated statements of earnings and retained 
earnings and changes in financial position for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of the accounting records and other supporting evidence 
as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the 
companies as at February 29, 1976, the results of their operations and the changes in their financial position 
for the year then ended, in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


(Signed) CAMPBELL, SHARP, NASH & FIELD 


Montreal, April 30, 1976. Chartered Accountants. 


CE MILLS LIMITED 
AS AT FEBRUARY 29, 1976 


LIABILITIES 
1976 
CURRENT 
TSBUALS GRC RATE CSR pe, can canine at Mme pee A tte a eee ee ae tC ne 405,471 
Accounts payable and accrued liabilities 0... 640,291 
He OIMeRtAXeS DAV ADS tr 000 teen aay teen ene Guta dresmeendtdesernen.: 2,236 
Current portion of long-term debt 00... cise 15,000 
1,062,998 
LONG-TERM DEBT 
7% Collateral Trust Sinking Fund Bonds 
maturing $70,000 annually to 1986 ...... 760,000 
Wessatield fOresinkin eo TUNGGs yee cera asus seoce.ss.qidel eee 300,000 
460,000 
OW nate CONICS DA TR eee ee ae Diet ene ane ae eee ae 100,000 
560,000 
DEFERRED INCOME TAXES .... 1,035,000 
2,657,998 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Preferred, 5.80% cumulative, redeemable shares of 
a par value of $25.00 each (Notes 3 and 4) 
Authorized and issued 19,738 shares 
(1975 — 21,370 shares) 493,450 
Common shares without par value 
Authorized) 228.40... 300,000 shares 
Issuedeye see te ee 240,000 shares 175,000 
668,450 
CONPRIBUTED SURPLUS (Note: 4) Giciecccceccheessecctievescie nese 75,605 
OT SOLD TSE, SPAY 2a OMIA, CLR SN ee NR al ee 5,151,416 
5,895,471 


$8,553,469 


1975 


321,455 


als 


830,000 
90,000 


740,000 


740,000 


1,047,000 
2,108,455 


534,250 


175,000 


709,250 
61,505 


4,650,518 
5,421,273 


$7,529,728 


MOUNT ROYAL RICE MILLS LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For the Year Ended February 29, 1976 


1976 
GROSS REVENUES iccccetee eee $20,778,348 
EARNINGS FROM OPERATIONS |... . 1,817,828 
Deduct; Depreciation <.2.470 197,295 
Amortization ofintangiblesmesssss ee 7,029 
Interestionlong-termydebtr ee 44,150 
248,474 


EARNINGS BEFORE INCOME TAXES . 1,569,354 


INCOME TAXES 


Gurremt enc ee cca a eT 8 Se Ore 678,980 
Deferred. 3s... cltes ee tee ete ne coe eer ee ee (12,000) 
666,980 

NET EARNINGS) [22 50-20 2 Seo ee eee Reeve ee oer er ae ence 902,374 
RETAINED EARNINGS, beginning of year ...........0000...0.000.... 4,650,518 
Sido 2;092 

DEDUCT: 

Dividends on preterred.shates = = 0 ee 29,747 
Dividends on ‘common sharest..-., a eee 371,729 
401,476 

RETAINED EARNINGS‘ end Of year os)..c).000 es $ 5,151,416 


EARNINGS PER COMMON SHARE 


(after preferred dividends)>...... 43) eee $3.64 


1975 


$20,476,615 


2,596,655 


176,340 
702 

57,110 
234,152 


2,362,503 


883,200 
115,000 
998,200 


1,364,303 
3,689,441 


5,053,744 


31,226 
372,000 
403,226 


$ 4,650,518 


$5.55 


MOUNT ROYAL RICE MILLS LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the Year Ended February 29, 


WORKING CAPITAL INCREASED BY 
Operations 
INetearnings 2.7.2... 


Add (deduct): Items not affecting poetelines 
capital 


Depreciation and amortization 
Deferred income taxes . 


Gain on purchase for cancellation of Bruit 
fundibends os 


Funds derived from operations . 


Current instalments on mortgage loan receivable . hae 
BLOcceds Onrdisposal Of fIXedASSetS yes .e) eis sesenccts cues, 
Increase in long-term debt — other . 


WORKING CAPITAL DECREASED BY 
Purchase of fixed assets . 


Investment in and woring ees ay deficiency 
of subsidiary at date of acquisition .. 


PON -terinl eDt CUITENtY ie mre. eens arccon en te eee 


Cost of purchase for cancellation 
Sinking, fund bonds, 3... 22........4. 


Preferredishares 340.29) ce. 
Dividends.on. preferred: shaves .% Ai. (oi nncics ds 205,cncwh. Sears ; 


Dividends on common shares ............. 


(DECREASE) INCREASE IN WORKING CAPITAL 


WORKING CAPITAL, beginning of year |.......0...00000..0ccccee 


WYONG CAPITAL, Gnd’ OL YEAR 9.5... ssc. cgecseen sss vccsscnecessasnes 


1976 


1976 


902,374 


204,324 
(12,000) 


(45,050) 


1,049,648 


27,000 


115,000 


Ai 191,648 


342,923 


184,847 
15,000 


234,950 
26,700 
29,747 

STS IZ9 


1,205,896 


(14,248) 


4,518,625 


$4,504,377 


1975 


1,364,303 


177,042 
115,000 


(18,000) 


1 639, 944 


27,000 
1,100 


Pi, 668, 044 


165,272 


72,000 
13,224 
31,226 
372,000 


653 Le: 


1,014,322 


3,504,303 


$4,518,625 


MOUNT ROYAL RICE MILLS LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FEBRUARY 29, 1976 


1. ACCOUNTING POLICIES 
PRINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the accounts of the company and 
its wholly-owned subsidiaries. 
On consolidation all significant inter-company items are eliminated. 
On December 1, 1975, the company acquired all the shares of A. Frs. Turcotte 
Inc. The acquisition has been accounted for by the purchase method and the 
results of operations are included from the date of acquisition. 
The foliowing is a summary of the transaction: 
Purchase consideration 


Cash and long-term debt — other . eR re Peete. 131,250 
Net assets acquired, fair values assigned 
ASSES} ec.) eee re enero hee Benes enn REC rac Sa hernt ZNO stat 
Liabilities: csc da tenn re ee eel aeons eee ee (138,024) 
72,087 
Excess of cost of subsidiary over net assets acquired .............. $ 59,163 
INVENTORIES 


Inventories are valued at the lower of cost and net realizable value. Cost is 
determined on a “‘first-in, first-out” basis. 


DEPRECIATION OF FIXED ASSETS 


Fixed assets are depreciated on a straight-line basis at the following rates: 


Buildings — 214% 
Machinery and equipment — 74% - 20% 
INTANGIBLES 


The excess of the cost of acquiring the new subsidiary over the values assigned 
to the net assets is carried in the consolidated balance sheet as an intangible asset 
and is being amortized on a straight-line basis over a period of ten years. 


Goodwill in the accounts of the subsidiary company is shown at cost and will be 
amortized over a period of ten years commencing with the year ending February 
28, 1977. 


FOREIGN CURRENCY TRANSLATION 
Transactions during the year originating in foreign currencies are translated to 
Canadian funds at the rates of exchange prevailing on the transaction dates. 


Current assets and current liabilities in foreign currencies at year end are trans- 
lated at the rates of exchange prevailing on that date. 


MOUNT ROYAL RICE MILLS LIMITED 


2. LONG-TERM DEBT — OTHER 


Balance owing on the purchase of subsidiary company in 1975 ........... 115,000 
ess MmLORION due mwithin’ sONeM VEATe see ieee. eur aivn hesecetehacmsodolhe wakte 15,000 


Due in annual instalments of $10,000 at 8% .......0cccccecee Sin $100,000 


These annual instalments will be reduced if the subsidiary fails to meet specified 
levels of revenue. 


3. CAPITAL STOCK — PREFERRED SHARES 


The preferred shares are redeemable out of capital at a premium of 1.80% to 
February 15, 1978 and thereafter at 1%. 


4. CONTRIBUTED SURPLUS 


Contributed surplus represents the gain on purchase for cancellation of preferred 
shares as follows: 


Amount 
Balance; atabesinning -Ols Year wee sin ee teres agcreds Sesser don fee: 61,505 
Gain’ on purchases during year. (1,632 shares ) 4.5 oeesceiescocacsccsptensesteececesens 14,100 
Balanceratendof Vea terme eee wie rc nme Rn cite NMI ol 6 i $75,605 
5. REMUNERATION OF DIRECTORS AND OFFICERS 

Number _ Remuneration 

1976 1975 1976 1975 
POIFOCUOLS Ie. | ee tee oe SIAR Ai lo. 9 9 $ 9,600 $11,075 
Officers (two are directors) ...... Meats sti 4 4 $102,600 $93,800 


The directors’ remuneration is paid by Mount Royal Rice Mills Limited and the 
officers’ remuneration is paid by Dainty Foods Limited. 


6. COMMITMENTS 


Normal commitments have been made for the delivery, as required before August 
31, 1976, of rice valued at a net price of $2,763,000 payable in U.S. funds. 


7. ANTI-INFLATION LEGISLATION 


The company is not subject to the mandatory guidelines of the Anti-Inflation Act 
pertaining to prices and profits and compensation. It is subject to the mandatory 
dividend restraints which limit dividend payments on preferred stock to $1.45 per 
share and on common stock to $1.55 per share during the period from October 14, 
1975 to October 13, 1976. 
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